Retirenment Pl anning for Foreign Service Enpl oyees

This Notice is intended as a resource docunent for career Foreign Service
enpl oyees covered by the Foreign Service Retirenment and Disability System
(FSRDS) or the Foreign Service Pension System (FSPS). A separate
retirement planning guide is issued for Cvil Service enpl oyees. W ask
t hat personnel offices destroy copies of the [ast Departnent Notice and
retain extra copies of this year’'s Department Notice for purposes of
counseling enployees. This information is also avail abl e through the
Departnent’s Intranet Website: http://hrweb. hr.state.gov/ret.
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A. PLAN AHEAD

1. Retirenent Planning Sem nar

Enpl oyees in the Retirenent Planning Seminar will |earn about annuity,
financial and estate planning, tax issues, health and well-being in
retirement, volunteer work, continued enploynment and nore. Experts in
these fields will answer questions during a four-day period of sessions
held quarterly in the Departnent. Spouses are particularly welcone to
attend the sem nar.



To attend a sem nar an enpl oyee nmust be within 5 years of eligibility for
voluntary retirement. Admnistrative and personnel officers who may find
information inparted at the Retirenent Planning Sem nar useful for
counsel i ng enpl oyees overseas also are welcone to participate at any
convenient tine. Al enployees attending the sem nar are on duty status
during the days they attend. Eligible enployees who are on hone | eave and
transfer to a post outside Washington, or hone | eave and return to post,
wi Il be authorized 5 additional days of consultation to attend the
semnar. No additional transportation costs will be authorized. Any
guestions about per diem should be addressed to the appropriate
assignnments division in the Bureau of Human Resources’ O fice of Career
Devel opment and Assignnments (HR/ CDA). Enpl oyees who plan to attend the
sem nar while back in the United States on R&R, personal or official
travel other than Post Assignment Travel nmay now be authorized per diem
whi ch nust be requested through the enpl oyee’s counsel or in HR CDA

2. Job Search Program

Enpl oyees seeking full or part-tinme enploynent after retirenment may direct
inquiries to the Career Transition Center (FSI/TC CTC, Room E 2101, SA-42,
Tel ephone: 703-302- 7407, FAX: 703-302-7416) about participating in the Job
Search Program Enployees in the programw || get help in deciding what
they want to do next, assessing skills, values and interests, preparing
resunmes, devel oping a network of people who can help in seeking a job,
sharpening interviewing skills, and | earning how to negotiate for
conmpensati on and benefits.

Forei gn Service enployees of the State Departnent may participate in the
Job Search Programduring their |ast 60 days before retiring. G vi

Servi ce enpl oyees may participate during their |ast 30 days. The fornmal
cl assroom part of the program|asts about 4 weeks. Al participants may
use the Career Transition Center facilities up to one year after retiring.

Bef ore begi nning the program participants nmust agree to retire when the
program ends. Those who have not taken the Retirenent Planning Sem nar
must do so at the beginning of the program Those who al ready have
retired may take part in the Job Search Programduring their first year of
retirement, but they nust have formally applied before retiring.

Consul tation days and per diemw ||l not be authorized for the Retirenent
Pl anni ng Sem nar when taken in conjunction with the Job Search Program

3. Tal ent Bank

Those wishing to receive periodic lists of job | eads may register in the
Tal ent Bank by conpleting a registration formand sending it to the Career
Transition Center. The lists can be sent to hone addresses. Retired

enpl oyees may retain active status in the Talent Bank for two (2) years
followng retirenment, during which they may continue to receive the

Newsl etter and Job Leads if they so desire.

Fromtime to tinme registrants may be contacted directly concerning
possi bl e enpl oynment opportunities. This service is open to all enpl oyees.



4. How to Apply

Enpl oyees who wish to apply for the Retirenent Planning Sem nar or Job
Search Program shoul d send the DS-755, Request for Training, to FSI/EX REG
gi ving nanme, grade, post or office, retirenent eligibility date and the
programto be enrolled in.

Those who apply for the Retirenent Planning Sem nar nust include approval
froma supervisor. Those who apply for the Job Search Program shoul d

i nclude the schedul ed retirenent date. Schedul es are announced
periodically by Departrment Notice and by cable to overseas posts. They
al so are posted on the CTC Hone Page.

The Tal ent Bank forns are available fromthe Career Transition Center in
the Departnent or fromthe Adm nistrative or Personnel Ofice at Post.

Enpl oyees who will be receiving Post Assignnent Travel orders should
advi se HR/ CDA of their plans to attend these prograns by including the
information in the TM Two proposed itinerary.

For nore informati on, see new 3 FAM 6100 or call the Career Transition
Center at 703-302-7407.

5. Estimating Your Annuity

(a) Credit for Service

Enpl oyees may receive full credit for any civilian service in the

U. S. Governnment, provided the enpl oyee was hired by an appoi ntnent, rather
than by contract. Service for this purpose includes tenporary and
Christmas appointments with the Postal Service, periods as a Peace Corps
or VI STA volunteer, and service with other Federal agencies. Service
under a personal services contract is not creditable for retirenent

pur poses unl ess the enpl oyee specifically applied by 1/8/90 for retirenent



credit for the PSC service under PL 100-238, and the application was
approved.

Many enpl oyees had tenporary appointnents in the U. S. Governnent before
begi nning their careers in the Foreign Service. Service under these

appoi ntments is generally creditable w thout depositing retirenent
deductions for that service, but there is a small reduction in the
annuity. Any service for which an enpl oyee received a refund of
retirement deductions is not creditable unless the anobunt of the refund,
plus interest, is repaid, except as explained below [If a refund of
retirement deductions was paid prior to 11/1/83, interest only accrues at
the rate of 3 per cent per year, so there is no urgency to naking a
redeposit (repaynent). A new provision of |law allows enployees to receive
credit for a period of service for which a refund of retirenent deductions
was paid (before 10/1/90) w thout making repaynment. Under this provision
the annuity is reduced on an actuarial basis by the value of the
redeposit, causing only a nodest reduction in the annuity. (For exanple,
failing to redeposit a refund of $7,000 woul d cause a nonthly annuity
reduction of only $32.)
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Mlitary service perforned on active duty is also creditable in the
retirenment benefits. |If the enployee is receiving military retired pay
when he or she retires under the Foreign Service Retirenent and Disability
System the "old" FS retirenment system (FSRDS), or the Foreign Service
Pensi on System the "new' FS retirenent system (FSPS), the mlitary
service is not creditable unless the enpl oyee waives the mlitary retired
pay. (Mlitary retired pay based on a disability incurred in conmbat, or
reserve retainer pay which is payable at age 60 need not be waived for the
mlitary service to be credited.)



Mlitary personnel began paying social security benefits on January 1,
1957. To offset the double credit for mlitary service in both social
security and Federal retirenment benefits, the | aw requires paynent of a
mlitary deposit, which is 7%of mlitary earnings for service credited
under FSRDS and 3% of mlitary earnings for service credited under FSPS.

If the enpl oyee joined the Foreign Service prior to 10/17/83, the mlitary
deposit is required for periods of mlitary service perfornmed on or after
1/1/77. 1f the enployee joined the Foreign Service on or after 10/17/83,
the mlitary deposit is required for periods of mlitary service perforned
on or after 1/1/57. A summary of details on deposits for mlitary service
credit is provided in Appendix IV. Enployees who wi sh to nake the
mlitary deposit should contact HR/ RET.

(b) Extra Service Credit at Unheal t hful Post

Any American Foreign Service enployee who received either a new assi gnnent
or an extension of a new assignnent, either of which was effective on or
after February 16, 1990 is not eligible to elect extra service credit in
lieu of post differential. Any valid extra service credit election nmade
prior to that date will continue to apply for the duration of the current
assignment. Likew se, any valid election made for a prior assignnent wll
continue to be honored in the annuity conputation. Enployees under the
FSRDS who made valid extra service credit elections will need to ensure
that the post properly certifies and pronptly submts OF 140, Election to
Receive Extra Service Credit in Lieu of Post Differential, to HR/ RET. No
extra service credit can be allowed until this formhas been received.
Enpl oyees under the FSPS were never eligible to elect extra service credit
at an unheal t hful post, but those who transferred from FSRDS to FSPS wi | |
receive credit for any valid extra service credit elections made under
FSRDS.

(c) Approximate Annuity Conputations - FSRDS

Once seriously considering retirenent, the enployee can easily figure

hi s/ her own approxi mate annuity conputation, using pay records (not

t axabl e i nconme, which may be different). To determ ne the average high
three years of earnings (normally the |atest three years), determne the
total salary earned for the 36 nonths preceding the retirenent date being
used for the cal cul ation, and
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divide by three. The annuity is based on basic salary (includes

aut hori zed locality pay), which is the salary of the enpl oyee's
class/step; it does not include overtinme, post differential, danger pay or
any other allowance. Using the service conputation date (found in |atest
PAR printout), determne total time of creditable service, and add earned
hours of sick |eave to that (2087 hours equals one year). A rule of thunb
is 176 hours equals one nonth of service. For an enployee retiring under
the Foreign Service Retirenent and Disability System (FSRDS), nultiply 2
per cent (.02) tinmes this total. Then nmultiply the result by the average
hi gh-three total. For instance, 20 years of service would give a figure



of 40 per cent or .4. Wth an average hi gh-three earnings of $30, 000,
multiplying .4 tines $30,000 woul d indicate an annuity of $12,000 per
year. |f the maxi mum survivor annuity is chosen, the annuity is then
reduced by approximately 10 per cent.

(d) Approxi mate Annuity Conputations - FSPS

Those who have switched to FSPS shoul d use the FSRDS fornula for the
service prior to the date of change. This benefit should then be added to
the FSPS benefit which is conputed as follows. Each year of service under
FSPS is credited at the rate of 1.7% of average salary (up to 20 years of
FSPS service) and at the rate of 1.0% of average salary for any service
performed under FSPS in excess of 20 years. (In other words, the 1.0%
rate does not apply until the enployee has worked for over 20 years under
the FSPS. An enpl oyee who had 20 years under FSRDS and 5 years under FSPS
has the annuity conputed at the rate of 2.0% of average salary for each
year of service under FSRDS and 1.7% of average salary for each year of
servi ce under FSPS.)

The anount of unused sick | eave the enpl oyee had at the tine of the
transfer to FSPS may be credited in the FSRDS portion of the annuity,
provi ded the enpl oyee had at | east that anmount at the tinme of retirement.
I f the maxi mum survivor annuity is chosen, the annuity is reduced by 10%

Enpl oyees retiring under FSPS with an i medi ate, unreduced annuity prior
to age 62, will be eligible to receive an annuity supplenent until age 62.
The suppl enent (currently estimated at $30 per nonth for each year of
servi ce under the FSPS) approxi mates the Social Security benefit.
Eligibility for the supplenent is subject to the Social Security Earnings
Test .

(Detailed step by step procedures for estimating annuity benefits are
provided in the worksheet in Appendix Il1.)
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(e) The Alternative Formof Annuity (AFA)

VWhat is the AFA or Lunp Sum Paynent at Retirenent?

The AFA provides an eligible enployee with an option of electing a |unmp
sum paynent equal to the enployee's unrefunded retirenment deductions and a
reduced nonthly annuity, in lieu of a regular unreduced annuity. (There
is no reduction for the AFAin the rate of annuity payable to surviving
spouse.) In general, the annuity of one who is eligible to elect the AFA
is reduced by about 10-15%



Wo is eligible to el ect the AFA?

(1) Only Foreign Service and Cvil Service retirenent enpl oyees who are
suffering froma life threatening ill ness or disease (who do not
retire on disability) may elect the alternative formof annuity.

(2) Al other enployees are | NELI QA BLE

How i s the | unp sum paynent distributed?

Enpl oyees under the FSRDS or the FSPS who have a |life threatening illness
are paid the AFA in one installnent at retirenent.

(f) Obtaining your Record of Retirenent Deductions

Sone retirees may wish to obtain the record of their retirenment deductions
whil e enpl oyed at the Departnent of State. 1In order to obtain this

i nformati on, enployees nust wite FMP/ OCP/ RAD, providing their nanme, date
of birth, social security nunber, and dates of enploynent. Since the top
priority of FMP/OCP/RAD is to authorize benefits to those who have al ready
retired, enployees who are requesting the anount of their retirenent

deductions should allow sufficient tinme for response (four weeks or nore).
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(g) Taxation of Annuity Benefits

Under the | aw, enployees who joined the Foreign Service prior to 9/25/75
who retire on disability are not subject to Federal income tax. The
annuity of all other enployees who retire is fully taxable by the Federa
government, but each enployee is entitled to a tax deduction equal to the
amount of the enployee's retirenment contributions. This tax deduction is
distributed over the lifetinme of the annuity; only a portion of the total
contributions can be deducted fromthe taxable inconme each year. For
exanple, if a single enployee had a |ife expectancy of 20 years, 5% of the



retirement contributions could be deducted fromthe taxable portion of the
annui ty.

In general, about 85%to 90% of the | unp sum paynent under the AFA is
fully taxable the year in which it is received. However, recent

| egislation (PL 102-318) provides that if this paynment is dated on or
after January 1, 1993, the taxable portion of the AFA paynent can be
"rolled over" to an Individual Retirement Account (IRA). |In addition
interest on any refund (dated on or after January |, 1993) of retirenent
deductions wi thheld after 35 years of service can be rolled over to an
IRA.  Any lunp sum benefit that is not rolled over to an | RA shall be
subject to automatic Federal incone tax w thhol ding of 20% of the taxable
portion of that paynment. The retiring enployee has 60 days to roll over
the paynent to an IRA. Thus, if the paynent is not sent directly to an

I RA, the 20 percent tax wi thhol ding applies, but the enployee can, within
60 days of the date of the paynent, roll over the paynment to an | RA and
recover any taxes due when the tax return is filed.

Enpl oyees who retire before the year in which they reach age 55 and el ect
the AFA are subject to a tax penalty of 10% of the anmount of the taxable
portion of the lunp sum paynent. Details about taxation of annuity
benefits or the AFA are explained in IRS Publications 575, 590, and 721
whi ch are available fromthe IRS

The Retirement Accounts Division will wi thhold Federal inconme tax at the
wi t hhol ding rate applicable for a married enployee with 3 dependents
(total of 4), unless the enpl oyee requests another rate of w thhol ding.
Each retiree nust estimate his or her own state incone tax liability and
specify the anmount of state inconme tax to be withheld. Sone states have
no i nconme tax, while others exenpt all or a portion of Federal annuity
benefits fromstate inconme taxes. A list of these states is available in
HR/ RET.

(h) Policy on Preparation of Annuity Estinates

HR/ RET wi || do whatever it reasonably can to assist retirees in planning
for retirement and will provide an annuity estimate for all those who have
submtted an application for retirenment, or are seriously considering
retirement within the next six nonths. Those who are not seriously
considering retirenent are asked to use the worksheet at the end of this
notice in estimating their own benefits.
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6. Lunp-sum Paynent of Annual Leave

Retirees will be paid a lunmp sumfor all annual leave to their credit on
the |l ast day of enploynent. However, nenbers of the Senior Foreign

Servi ce should note that a change in the | aw places a 90-day (720-hour)
cap on the anmount of annual |eave that can be carried forward on a new

| eave year. A "grandfather" clause in the |egislation allows senior
executives who had nore than 720 hours of annual |eave as of Cctober |4,
1994 to retain (or carry forward) the amount until they use the |eave, or
separate from Federal service. Wenever the annual | eave bal ance of



seni or executives with over 90 days' |eave as of Cctober 14, 1994
decl i nes, that enployee's personal cap also declines until it reaches the
90-day limt. O course, any senior executive who retires on or before
January 13, 2002 is not affected by this cap, and will be paid the ful

bal ance of annual |eave accrued to his or her credit.

In order to conpute the approximte |unp-sum paynent of annual | eave,
di vide the base salary by 2087 to obtain the hourly rate of pay and
multiply this rate by the projected nunber of hours of annual | eave.

7. Thrift Savings Pl an

(a) Contributions

Al'l enpl oyees under FSRDS and FSPS are eligible to participate in the
Thrift Savings Plan, which provides an opportunity to nake tax-deferred
investments in five accounts: a commpn stock fund, a bond fund, a
government securities fund and two new funds: a small capitalization fund
and an international fund. Under a new | aw, enpl oyees under FSRDS may
contribute up to 6%of their salary to the TSP, enpl oyees under FSPS may
contribute up to (a) 11%of their salary, or (b) a ceiling set by the IRS
which is $10,500 in 2001, whichever is less. Enployees under FSRDS do not
recei ve any government contribution towards the TSP account. Enpl oyees
under FSPS receive an automatic government contribution of 1 per cent of
sal ary, and the governnent also matches the first 3% of their
contributions $1.00 for $1.00, and the next 2% of their contributions $.50
for the $1.00. Thus, an enpl oyee under FSPS who contributes 5% of salary
to the TSP will receive governnment TSP contributions of 5%

*Unli ke participants of the Cvil Service Retirement System (who are
eligible to make voluntary contributions to the CSRS), Foreign Service
participants are ineligible (Public Law 94-350, 7/12/76) to make voluntary
contributions to the FSRDS or the FSPS. Participation in the TSP is the
only governnment - sponsored investnment option available to Foreign Service
enpl oyees.
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I nvest mrent Fund Opti ons

There are five investnent funds: the Government Securities Fund, known as
the Government or (G Fund; the Common Stock Fund, known as the Stock or
(© Fund; the Fixed Income Fund, known as the Bond or (F) Fund; the Snal
Capitalization Stock I ndex Fund, or (S) Fund and the International Stock
I ndex Fund, or (I) Fund. Enployees are free to allocate their TSP

i nvestments (and agency contributions) in any fund, at any time by using
the TSP Website or Thriftline or by mailing a TSP-50 to the TSP record
keeper.



Borrowi ng Opti ons

Enpl oyees who participate in the TSP can borrow fromtheir own
contributions for any reason. |Interest accrues on the loan at the rate of
return on the Governnent Securities Investnment (G Fund at the tinme the

| oan application is received at the TSP Service Ofice.

TSP Lost Earni ngs

Enpl oyees are rem nded that the regul ati ons now all ow enpl oyees to be

rei mbursed for “lost earnings” due to adm nistrative errors in processing
valid TSP el ections, errors in retirement code, etc. Any enployee who
believes he or she is entitled to | ost earnings under the TSP should wite
HR/ RET and provide as nuch docunentation as possible. FMP/OCP w ||
determ ne whet her | ost earnings are payable, notify the enpl oyee and
coordi nate processing of any anmounts due.

(b) Wthdrawal s

When an enpl oyee retires, he or she may inmedi ately w thdraw the anpunt in
his or her TSP account, or defer withdrawal of the account. The TSP wi ||
be notified that the enployee has retired and HR/ RET wi || provide the

enpl oyee with the fornms necessary to withdraw nonies fromthe TSP Service
Ofice in New Ol eans. An enployee may w t hdraw the TSP account in many
ways which include a single lunp sum paynent; a series of equal |unp sum
paynments; a nonthly annuity with or wthout a survivor benefit, and with
or without a cost-of-living adjustnent. TSP withdrawals are fully

t axabl e, but an enpl oyee may defer taxation by rolling over a TSP account
into an Individual Retirenment Account (IRA). An enployee who retires
before the year in which he or she reaches age 55, and who withdraws a TSP
account in a single paynment or a series of equal paynments will be subject
to a tax penalty on anobunts w t hdrawn before age 59-1/2.

Additional information on the TSP may be obtai ned by contacting the
Nati onal Fi nance Center on (504) 255-6000 or by visiting the TSP website:
MWV TSP. GOV
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B. ONCE YOQU DECI DE

1. et Prepared

Retiring involves a series of actions, all required by statute, by various
offices wwthin the Departnment and by outside agencies. Designated forns
and docunents have to be fully and accurately conpleted by the retiring
enpl oyee and by the Departnment before final salary and annuity paynents
can begin.

2. Reti renent Counsel ors



http://www.tsp.gov/

Forei gn Service enpl oyees have a retirenment counsel or (determ ned by

al phabet) in HR s Retirenment Ofice (HR RET, Room H- 620, SA-1,(202) 261-
8960). That counsel or provi des enpl oyees in the Washi ngton area the forns
that need to be conpleted to begin retirenment processing and serves as a
guide for all throughout the retirenment process. The counsel or works
closely with HR/ CDA (O fice of Foreign Service Career Devel opnent and

Assi gnnents) which, after retirenent is approved, initiates the separation
orders that allow travel and shipnment of effects. Additional questions
concerning the retirenment process may be directed to HR RET on (202) 261-
8960. CQur office is located in Room H 620, SA-1. Qur FAX nunber is (202)
261-8988.

3. Enpl oyees Overseas

Once Foreign Service enpl oyees serving overseas have decided on a firm
retirenment date, they should obtain fromthe adm nistrative section forns
OF-136 (Application for Retirenment) and OF- 126 (Residence and Dependency
Report) and pouch themto HR/ RET, together with a copy of the |atest

earni ngs and | eave statenent. The enpl oyee should cable RET the date of
pouching, along with a travel itinerary so that RET will know where to
send the initial retirement letter indicating formal approval of the
retirement and the required forns necessary to initiate the annuity.
Information copies of this cable should be sent to HR/ CDA/ SL, HR/ CDA/ M. or
HR/ CDA/ EL as appropri ate.

4. Choosing a Retirenent Date

(a) FESRDS Annuitants

In order for FSRDS annuities to start the day followng retirement, the
date of retirenent nmust be one of the first three days or the |last day of
a nonth. Selection of any other date nmeans the annuity does not start
until the first day of the nonth followng retirenment. Salary is payable
on a normal workday basis, while an annuity is pro-rated on a 30-day nonth
regardl ess of the nunber of days in the nonth. Therefore, if the first
falls on a Friday, that may be the best date to retire, since the annuity
woul d start on Saturday, the second. However, if the third is a Friday,
that woul d be a better date since the enpl oyee woul d be receiving salary
rather than annuity for two nore days. Also, if the last day of the nonth
ends a pay period, that may be a better date. The selection of a date
also figures into the service credit tine, and may affect the reduction
under the alternative formof annuity, which is based on the age at
retirement. Each individual case is different, but the retirenent
counselors in HR/ RET can advise as to what date is best as far as service
tinme is concerned.
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(b) FSPS Annuitants

In general, the annuity of enployees who voluntarily retire under FSPS
will begin the first of the nonth after the nmonth in which the enpl oyee
retires. Therefore, FSPS retirees should plan to retire on the |ast day
of the nonth so that their annuities will begin the next day.

5. Annuity Paynents

A Foreign Service retiree can normally expect that the first annuity
paynment will be sent 30 days after retirement--if all the required forns



in RET's initial retirenent letter (see No. 3 above) are returned to RET
before the 5th of the nonth following retirenent. For exanple:

Retirenent is effective 6/30, the annuity comrences 7/1, and the first
paynment is dated the first business day of the follow ng nonth; i.e., 8/1.
The nonthly paynment nust be via Electronic Transfer of Funds to a bank
account.

6. Retire Overseas?

Those enpl oyees retiring abroad who do not stop in Washington will need to
conmuni cate with their retirement counselors via mail and ot her nethods of
conmuni cation and arrange for all out-processing, including physicals, to
t ake pl ace outside Washington or, if stopping in Washington, on their own
time. Enployees retiring overseas are eligible for the Job Search Program
during the first year after retiring, but they nust fornmally apply before
retiring.

The FY-92/93 State Authorization Bill, signed into | aw on 10/28/91, ended
prospectively the provision for adding the salary differential to the lunp
sum paynent of annual |eave paynent for those who retire overseas. This

| egi sl ation applies to those who arrived at post on or after 10/28/91.

7. Separation Address

A Foreign Service enployee's final separation address given on the

Resi dence and Dependency Report (Form OF-126) can be anywhere in the
United States and its territories. The choice nust be nade before the
effective date of retirenent and before travel orders are processed. No
changes can be nmade after the |last day in pay status. The address
indicated in Block 8 of the OF-126 is the |location to which separation

travel orders will be issued, and is not necessarily the sanme as your
correspondence forwarding address. |If the enployee's last duty station
prior to retirement is Washington, D.C. and an address in the D.C
commercial zone is listed in Block 8 no separation travel orders wll be
i ssued.
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8. Travel and Shipnment of Effects (Reference 6 FAM 133. 2-2)

(a) Tine Allowed to Travel and Ship

When an enpl oyee is separated fromthe Service and qualifies for trave
and shi pment of effects, the actual departure of the enpl oyee, the
departure of the enployee's famly, and the transportation of all effects
shall not be deferred nore than 12 nonths (6 nonths if separation is from
a donestic assignment). The tinme [imtation will be calculated fromthe
enpl oyee's last day in pay status, unless an earlier or later limtation
is specified in the travel authorization or the tinme limtation is



extended. An extension may be granted. However, the maximumtinme for an
ext ensi on cannot exceed a maxi mum of 18 nmonths after the enpl oyee's | ast
day in pay status, regardl ess of whether separation is froman overseas or
donestic assignment. Requests for extension of tine allowed to travel and
ship should be submtted to the appropriate personnel assignnents
technician in HR CDA/ AD. No exceptions beyond 18 nonths can be nade.

If travel or transportation of effects is interrupted for personal
conveni ence, the final departure of persons and effects from any point(s)
of interruption nust take place within the tine [imtation specified in

t he separation order

(b) Travel Orders and the End of the Fiscal Year

If your retirenment date falls near the end of the fiscal year (Septenber
30), it may affect the issuance of your travel orders.

For retirenment travel beginning overseas, an expense (packing of effects,
purchase of an airline ticket, etc.) nust be incurred in the fiscal year

in which the orders are issued. |If orders are issued and no expense is
i ncurred by Septenber 30, the orders would have to be cancell ed and
rei ssued in the next fiscal year (an unnecessary obligation of funds). |If

you plan to delay the beginning of your travel nore than two weeks into
the new fiscal year, your orders should be issued in Cctober rather than
in Septenber. Early subm ssion of your travel plans will assist in
determ ning which fiscal year should be charged.

On donestic retirenment orders (froma duty station in the United States),
all expenses are charged to the fiscal year in which the orders are

issued. If you are retiring froma duty station in the United States,
your travel orders should be issued in the fiscal year in which the first
expense will be incurred. |If you plan to retire at the end of Septenber
or early in Cctober, you should Iet your personnel technician in HR CDA
know when you will be traveling and packing out. [If you do not need to

i ncur any actual expense before Septenber 30, your orders will be held for
i ssuance with the new fiscal year funds.

-16-

(c) Ship Effects Only to Final Destination

War ni ng:

An Enpl oyee should not ship effects against the separation order unless
they are certain the place of separation specified is the fina
destination. Wile he/she is authorized to attend the retirenment sem nar
and is allowed to change the place of separation prior to the actual date
of separation, the enployee will be allowed shipnent only fromtheir old
post to the final destination. For exanple, an enployee at Canberra gives
Washington, D. C. as the separation address; orders authorize shipnment to



Washington. |If the Separation address is undeterm ned, effects should be
sent c/o tenporary storage through the Despatch Agency nearest to post.

(d) Tinme HHE May Remain in Tenporary Storage: (Reference 6 FAM 176.1
Peri ods of Tenporary Storage)

For effects originating overseas or in the United States (other than from
conti nuous or permanent storage), the aggregate period of 90-days

aut hori zed may be applied to storage-in-transit (SIT) at origin, en route
or at the final destination. The enployee nust give the origin post
specific instructions on the storage-in-transit |ocations and aggregate
time periods, if applicable. This entitlenent applies to each separate

| ot of househol d effects.

(e) Tinme HHE May Remain in Continuous or Permanent Storage (6 FAM 177
Conti nuous St orage)

For effects in continuous/permanent storage in the United States or the
aut hori zed storage location in Antwerp, Bel gium 90-days of authorized
storage commences fromthe |ast day in pay status. |f the

enpl oyee/retiree does not instruct the Departnent to forward the effects
to their place of separation within the authorized 90-day period, he/she
must arrange to assune the recurring storage charges at personal expense
until the effects are shipped or delivered to the final destination

(f) Extension of Storage Authorization (Reference 6 FAM 111 Exhi bit
111(12)C Laws Relating to Travel and Transportation of Effects

In extraordinary circunstances, an additional 90-days of storage may be
granted. Extension requests are sent to the enpl oyee’ s personnel
technician in HR/ CDA/ ASD, and nust be submitted before the original
entitlenment expires. The subm ssion nust outline in detail the reason(s)
for the request (e.g. nedical condition of the enpl oyee or spouse del aying
settlement of affairs). The request nust also specify if the extension
shoul d apply to storage of effects in transit (SIT), permanent storage or
bot h.
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(g) Weight Allowance for Shipnment and Storage of Effects: (6 FAM
163)

The conbi ned shi pnent and storage of effects all owance has been
established at the statutory Iimt of 18,6000 pounds, net weight, for each
enpl oyee, regardless of famly status. On return to the United States, an
enpl oyee departing a furnished, limted shipnment post will be authorized
the appropriate limted shi pment allowance of 7,200 pounds), in addition
to the net weight of effects in storage not to exceed the statutory limt
of 18,000 pounds.




(h)  Shi ppi ng/ Mbvi ng Prohibitions (Reference 6 FAM 168.5 Prohibitions in
Connection with Resignation, Retirenment or Separation)

Upon an enpl oyee’s resignation, retirenent or separation fromthe Service,
everything need not be shipped at once. However, shipnents nust not be
deferred nore than 12 nonths as noted in 8(a) above. In addition, the
Government only provides transportation for effects (including a privately
owned notor vehicle) that were the property of the enployee or a famly
menber while the enployee was in an active duty status in the Service.
Effects (or a notor vehicle) acquired en route to a place of residence
upon separation will not be transported at government expense.

A certification of conpliance with this section is required on the
enpl oyee’s travel voucher.

(Pl ease note: a separation travel authorization to nove within a
metropolitan area cannot be authorized. Therefore, the Government can not
provide for the transportation of effects froman enpl oyee’ s present
residence to a new residence within the sane netropolitan area.)

(i) A Travel Voucher Mist Be Filed (Reference 4 FAM 465.1 Traveler’s
Responsi bility)

A travel voucher nust be filed upon arrival at the retirenent |ocation.
Al so, please refer to 6 FAM 113 Oficial Travel Expenses, and 6 FAM 115
Travel er’s Responsibility. Send conpleted voucher to: Departnent of

State, F/DFS/FQ PD/ TV, SA-15, 1800 N. Kent Street, Arlington, VA 22219.

(j) Consultations in Washi ngton

Retirees are normally authorized three days consultation in Washi ngton en
route to the separation address. No per diemcan be paid for
consultations in Washington, D.C. if the residence for service separation
is within the Washington, D.C. netropolitan area (see 6 FAM 156. 6-1c).
Dependents are not authorized consultation in connection wth a separation
order. Dependents may travel via any route; however, reinbursenent for
travel expenses will be based on the cost of transportation fromlast post
of assignnment to service separation address only. |If the enployee plans
to have the separation nedical exam performed in Washington, D.C., it
shoul d be schedul ed during the consultation period.
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C. GET THE PAPERWORK DONE

1. Start Early

Separation travel orders will not be sent until the retirement has been

panel ed and the enpl oyee has submtted TMI'wo proposed itinerary (if
retiring froman overseas post). Panel action cannot take place until the
retirement application has been approved and the final residence and
dependency report (Form OF-126) is received. HR/ RET's letter of
retirement approval enclosing all the fornms needed to get an annuity



started is generally sent from1l to 3 nonths prior to the effective date
of retirenent.

This letter will also include informati on on benefits payable to the
spouse or forner spouse of the retiree. The tinme it takes to conplete the
process can vary, depending on whether the Departnment's records are up-to-
date. Enployees can help by making a habit of review ng the accuracy of
their earnings and | eave statenents and nost recent personnel actions (SF-
50). Retirenment counseling well before the requested date of retirenent

wi Il help speed the process along. Regulations require applications for
retirenment to be submtted 90 days before actual retirenment. However, RET
will strive to process |ate applications as quickly as its workl oad
permts. Last mnute applications may delay initial annuity paynents.

2. Oher Forns

Send or hand-carry to RET: a mailing address for the annual |eave | unp-sum
paynment, the DS-8A, Administrative O earance, the DS-8, Fiscal C earance,
fromthe personnel officer at post (when at post) or the bureau executive
office (needed to prevent delay in the annual |eave |unp-sum paynent), and
travel itinerary so that once the retirenment is approved, RET knows where
to send the letter containing the annuity forns.

3. Physicals/Disability Retirenent

Separation exam nations are required and should be initiated within 90
days prior to the planned retirenment date and conpleted within 90 days
after the retirenent date (see 3 FAM 684.7-6 or 3 FAM 1937 of yet to be
approved FAMs). Exam nations may be conpleted at post if adequate
facilities exist. |If physical exans are to be conpleted in MED in the
Departnent while on consul tation, make appointnments with MED in advance
via tel egram (see State 008390). Those posted in Washi ngton may tel ephone
(202) 663-1779/1782 to arrange appoi ntments.

Retiring enpl oyees’ dependents are also eligible for separation exans.
However, since dependents are not authorized travel to Washi ngton, such
exam nations may be conpleted at the separation address if not conpleted
at post. Each retirement letter contains a statenment of intent, or no
intent, to apply for disability retirement. |If disability retirenment is
not initially requested, application still may be possible within one year
post retirement provided that it is determned that total disability

exi sted on the date of separation fromthe Service (See 3 FAM 688 or 3 FAM
1950). If one becane a nmenber of the Foreign Service prior to Septenber
25, 1975, a disability annuity is exenpt from Federal incone tax.

-19-

4. Annuity, Life Insurance, Health |Insurance Coverage

HR/ RET's retirenment letter will provide detailed information to assi st
retirees in making decisions about: (a) choosing the full annuity or a
reduced one with a survivor annuity; (b) the 18-nonth period in which to
change a survivor election if the initial election provided | ess than the
maxi mum survi vor benefit;(c) choosing the regular or the alternative form
of annuity, if applicable; (d) electing a health insurance change if
returning fromoverseas or noving to an area covered by specific Health
Mai nt enance Organi zations. (As |long as sone FEHB coverage i s naintained,



retirees can change during regular health plan open seasons adm ni stered
by RET.); (e) permtting all FEG.I life insurance coverage to continue as
is into retirenent or, using Form SF-2817, Life Insurance Election,
keeping only sel ected options.

Wth respect to life insurance prem uns, enployees who are considering
retirement may wi sh to note that an enpl oyee who is under age 65 w Il be
required to pay a nonthly life insurance prem umduring retirenent
($.35.75 per $1,000 of coverage) for basic |life insurance coverage. The
premumw || continue until the enpl oyee reaches age 65, when the val ue of
the coverage will begin to reduce by 2% a nonth until it reaches 25% of
its original value. Retiring enployees who elect to have their basic life
i nsurance coverage unreduced or reduced by 50% w || continue to pay from
retirement until death or cancellation an additional nmonthly life

i nsurance premum Under a new | aw, enpl oyees can keep Option B life
insurance (multiples of salary) after age 65, wi thout a reduction.

Contact HR/ RET for details.

D. LAST DETAILS

1. GCetting Answers

HR/ CDA i ssues separation orders based on the new OF-126 the potenti al
retiree has submtted. Any questions about these orders or shipnment of
effects should be addressed to a CDA technician. All other questions wll
normal Iy be handl ed by the Retirenent Counselor in HR/ RET.

2. 1D and Passport

If comng to the Departnent, one should turn in diplomatic passports and
ID cards to a Retirenent Counselor in RET, Room H- 620, SA-1, for
cancellation. |If not returning to the Departnent, one should check with
t he personnel officer at post prior to departure for disposition of ID
cards and di plomatic passports.

3. Finishing Up

Submt final travel vouchers pronptly to avoid delays in the | unp-sum
paynment. Renenber that with the exception of health and life insurance,
all current allotnments fromsalary (bonds, |oans, | RAs, CFC) cease the
date of retirement. Some will want to nake other arrangenents.
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4. Checking CQut

Enpl oyees shoul d check out with the Enpl oyee Services Center (ESC), Room
1252, Departnent of State, 2201 C Street, N. W, Wshington, D.C 20520),

either in person or by witing, and conplete a new | ocator card show ng

t he separation address. Also, advise the ESC whether Privacy Act

i nformati on such as address and tel ephone nunber may be rel eased.

E. AFTER RETI REMENT



1. Identification

Al State retiring enployees will get a courtesy "retirement” ID card from
HR/ RET which can be used for general identification purposes, and to
obtain access to the first three floors of Main State and SA-1.

2. HR RET WII| Be Hone Base

The Retirenment O fice (HR/ RET) becones the post-retirenment personnel
office for Foreign Service annuitants, including surviving spouses, and
wi || process any changes of address and changes in the annuity due to
di vorce or death of spouse. Tinely notification of marital changes is
important in order that RET may convey pertinent |aw and regul ation
information for retiree, survivor(s), and/or forner spouse(s). Please
refer to Appendix VI for a sunmmary of former spouse benefits.

Annui tant Direct

FMP, in partnership with OPM inplenmented Annuitant Direct. Annuitant
Direct is an innovative automated systemthat puts you in control of
processi ng your own discretionary changes such as:

*Federal and State Tax Wt hhol di ngs
*Change or Establish Voluntary Allotnents
*Change or Start Direct Deposit

*Request a Duplicate Form 1099R

*Change Home Address

In order to access Annuitant Direct, you will need a touch-tone tel ephone,
your Annuitant Direct PIN and your Social Security Nunber. After you
retire, you will receive a confidential PINfromOPM Currently, you can
only receive a PIN and use Annuitant Direct if you reside in the
continental United States.
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3. Reenploynent Limtations

Because of the possible effects on |unp-sum paynents, salary, and life and
health insurance, FS retirees should consult with a know edgeabl e
personnel officer before deciding to accept reenploynent as an annuitant
with the Federal CGovernnent. Conplete information on reenploynent is
provided by RET with their initial letter, and the retiree is required to
sign an acknow edgnent of receipt of the notice regarding reenpl oynent.
Any questions arising on the salary/annuity l[imtations can be directed to
the Retirenment Accounts Division on (703) 875-7110. Details on the



provi sions which govern reenpl oynent of Foreign Service annuitants are
provi ded in Appendi x V.

(a) Deferred Lunp-Sum Paynent

If one is reenployed within 3 days of separation and subject to a | eave
system paynment of the |unp-sum annual |eave is deferred. Since the |unp

sum paynent then will be based on the salary in effect at the tinme of the
next separation, it may be |l ower than the one which originally would have
been received. Moreover, the retiree will have to repay all or a portion

of a lunp sumif reenployed with the Federal Governnent w thin the annual
| eave period covered by that paynment. Under OPM s regul ation, an

enpl oyee' s appoi nt nrent as WAE (Wen Actual |y Enpl oyed) woul d not delay or
i npact the paynent for unused annual | eave.

(b) Effect of Governnent Enpl oynment on Annuity

In the event of reenploynent on a part-time, intermttent, or tenporary
basis, the enpl oyee nust notify the Retirement Ofice, HR/ RET. Reenpl oyed
annui tants under these types of appointnents, are entitled to the salary
of the position in which reenployed plus that anount of the annuity, the
total of which does not exceed, in any cal endar year, the full-tinme basic
pay of the reenployed position or the basic pay at tinme of retirenent,

whi chever is greater. Upon term nation of reenploynent, paynment of the
annuity resunmes with any intervening cost-of-living adjustnents.
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(c) Annuity Suspended for Full-tinme Governnent Service

If one is reenployed on a full-tinme basis, paynent of the annuity is
suspended and the reenpl oynent service is covered service under the rules
of the retirenment system under which the appointnent is nade. |If

reenpl oyed by the Governnment, it takes 5 years to vest under a retirenent
system before an enpl oyee again becones eligible to continue coverage into
a second retirenent.

(d) Life and Health Insurance Concerns Rel ated to New Enpl oynent




Retirees should discuss life and health insurance coverage with a
personnel officer of the new agency or private enployer and an RET
retirement counselor before accepting enploynment. A retiree nust elect to
continue health and life insurance coverage during reenploynent;

otherwi se, he or she will lose the health and |ife insurance coverage he
or she had at retirenent.

4. Retirenment Plaque and Pin or Charm

The Department provides each State retiree with an attractive wal nut

pl aque, engraved with the retiree's nane and tinme of service. In
addi ti on, wonen receive a charmand nmen a pin. Retirenent counselors wll
see to it that these awards are received by retirees.

Any enpl oyee who has suggestions or recomendations for inproving the

retirenment prograns adm nistered within the Departnent should contact
HR/ RET. Any suggestions offered are wel cone and appreci at ed.

5. Unenpl oynent Conpensati on

Sonme enpl oyees who retire may be eligible for unenpl oynent conpensation
Eligibility for unenploynment is determned by the state. A person who
voluntarily | eaves work wi thout good cause is reason for disqualification
for unenpl oynent benefits. Sone state |aws provide that the worker’s
reason for |eaving nust be work related. However, in other states, good
cause for quitting a job may be established if the departure was for

ei ther personal or work-related reasons as set forth in state | aw
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APPENDI X |

Eligibility Requirenments For Benefits
Under the Foreign Service Retirenment Systens

Type of Retirenent:

Vol untary: FSRDS: Age 50/ 20 years service*
FSPS: Age 50/ 20 years service*



Age 55/10 years service****
Def err ed: FSRDS: Age 60/5 years service**
FSPS: Age 62/5 years service***

Age 55/ 10 years service****

I nvoluntary (Sections 607, 608, 611 and 813 of FS Act):

FO-1 and Above: FSRDS & FSPS are eligible for imediate annuity
regardl ess of age and servi ce.

FO-2 and Bel ow. FSRDS & FSPS are eligible for imediate annuity
provi ded the age and service requirenents for voluntary
retirement are net at the tinme of the involuntary retirenent.

Mandat ory: FSRDS and FSPS (Section 812, FS Act): age 65/5 years
Servi ce. FSRDS and FSPS (Section 812, FS ACT): age 57/20 years

Law Enforcenent service, if covered by PL 105-382.

Disability: FSRDS: any age/5 years civilian service
FSPS: any age/l8 nos civilian service

* Requires at least five years of service in the Foreign Service.

**An enpl oyee covered by FSRDS with five years of service is entitled to
an annuity upon separation fromservice if then 60 or ol der.

***An enpl oyee covered by FSPS with five years of service is entitled to
an annuity upon separation fromservice if then 62 or ol der.

****M ni mum Retirement Age (MRA) eligibility provisions.
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APPENDI X | |

COVPUTATI ON OF BENEFI TS UNDER THE FOREI GN SERVI CE RETI REMENT SYSTEMS

BASI C ANNUI TY (Vol untary/ 1 nvoluntary Retirenent)

FSRDS: 2% of Hi gh 3 Average Salary for Each Year Service,
including sick leave. (2.5%of High 3 Average Sal ary
for each year of |aw enforcenent service, up to 20, if




covered by PL 105-382.)

FSPS (wi th FSRDS conponent to annuity): 2% (or 2.5% see above)
of High 3 Average Salary for FSRDS service, including the
sick | eave bal ance at transfer plus |.7% (up to 20 y) of
H gh 3 Average Sal ary for FSPS Service.

FSPS (w t hout FSRDS conponent to annuity): |.7%of H gh 3

Average Sal ary. (see bel ow)

Not es on FSPS benefits:

I. Mre than 20 years of FSPS Service: The |.7%factor only applies for
the first 20 years of FSPS service; after 20 years of FSPS service, the
service factor is |.0%of high-3 average salary for FSPS service (in
excess of 20 years). For example, if one has |0 years of FSRDS, and 25
years of FSPS, the factors are (10 x 2% plus (20 x |.7% plus (5 x % =
59% of high 3 average sal ary.

2. \Wen the |.7% Factor Does not Apply: |If an enployee under FSPS (a)
does not neet the 50/20 requirenent, and (b) is not separated
involuntarily (age 65, tine in class, or involuntary separation from
Presidential appointnent), the service factor is | % of high 3 average
salary for all FSPS service. For exanmple, if one voluntarily retires at
age 62 with 10 years of FSPS service, the annuity is % (not I.7% of high
3 average sal ary).

3. Each Enpl oyee Has Only One High 3 Average Salary: The H gh 3 Average
Sal ary is not conputed separately for FSRDS and FSPS service. The sane
H gh 3 Average Sal ary, usually the last 3 years, is used in calculating
both the FSRDS and FSPS conponents to the annuity.

4. Special Formula Under the MRA Provisions: |[If an enployee retires
under the FSPS M ni mum Retirenment Age provisions, the basic annuity is 2%
of High 3 Average Salary for the FSRDS service and | % of H gh 3 Average
Sal ary for the FSPS service. This basic annuity is reduced by 5% for each
year the enpl oyee is under age 62.

5. Annuity Supplenent: An annuity supplenent is payable to enpl oyees
retiring under FSPS who (a) neet the 50/20 age and service requirenent and
(b) are under age 62 and (c) whose earned incone (excluding pensions)
after retirenent is |ess than about $I 2,000 a year. The annuity

suppl ement is approxi mately $30 per nmonth for each year of service the
enpl oyee has under FSPS. For exanple, an enployee with |5 years of FSRDS
service and 5 years of FSPS service would receive an annuity suppl enment of
about $I 50 per nonth.
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Basi ¢ Annuity Estimation Wrksheet (PL 105-382

Not shown)

A.  Enter high-three average salary. (An estimate would be current basic
pay, exclusive of allowances and differentials, |ess $3,000.00.)



B. Add up service credits, including sick | eave and any certified
unheal t hful post credit (1.5 tines service performed). |If Service
Conputation Date (SCD) is known, an easy way to conpute basic service,
excl usive of sick |eave and extra credit for unhealthful post, is to
subtract the SCD fromtoday's date. For exanple, if the SCD is June 1,
1966 and today's date is Decenber 1, 1996, the enpl oyee woul d have 30.5
years credit (30y 6m.

C. Miltiply total service in Step B (not to exceed 35 years, exclusive of
sick leave) by 2% (.02). For exanple, 24.5 years = 49% [If transferred
to FSPS, use nultiplier of 1.7% (.017) for each year of FSPS service
instead of 2% (.02).]

D. Miltiply average salary in Step A by factor(s) in Step Cto obtain
annual basic annuity benefit. |If transferred to FSPS add the FSRDS
annuity to the FSPS annuity to produce a basic annuity benefit. [If not

el ecting a survivor benefit, divide this anount by 12 to find the nonthly
annui ty.

E. |If electing the maxi mum survivor benefit, nultiply the amount in step
Dby 90%(.9). |If under FSRDS add $270.00 after nultiplying by .9. This
will yield the annual basic annuity, after reduction for the survivor
benefit. Divide by 12 to find the nonthly annuity.

F. To obtain the annual survivor benefit, multiply the amount conputed in

Step D by 55% (.55). |If under FSPS, nultiply that anount by 50% (.5)
instead of 55% To obtain the nonthly survivor benefit, divide by 12.
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APPENDI X |V
Deposits for Mlitary Service Credit

Foreign Service Retirement and Disability System (FSRDS) &
Forei gn Service Pension System ( FSPS)

Mlitary Service Credited in FSRDS Benefits



Date First Date First 7% Deposit Due I nterest Begins

Enpl oyed Enpl oyed for Mlitary to Accrue
Under FSRDS in USGin Servi ce
Cvilian
Capacity
Bef ore 10/ 17/ 83 N A After 12/31/76* 10/ 17/ 85
After 10/ 16/ 83 Bef or e After 12/31/56* 2 Years after
10/ 1/ 82 the | ater of

10/ 17/ 83 or
date first under
CSRS/ FSRDS

After 10/16/83 After 9/30/82 After 12/31/56** (sanme as above)

Mlitary Service Credited in FSPS Benefits***
3% Deposit Due for Mlitary Service Interest Begins to Accrue

After 12/31/56** 1/1/89 or 2 years after
Date first enployed under
FERS/ FSPS, whi chever is
Lat er

*If mlitary deposit is not paid, post 1956/76 mlitary service is not
avail able for credit if enployee is 62 and eligible for social security.

**If mlitary deposit is not paid, post 1956 mlitary service is not
avail able for credit at anytine.

***]1f an enpl oyee voluntarily switched to FSPS (or FERS) after perform ng at
| east 5 years of civilian service under the old retirenent system (FSRDS or
CSRS), and the mlitary service was perfornmed before the change to FSPS (or

FERS), the mlitary service is credited under the rule "MIlitary Service
Credited in FSRDS Benefits".
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APPENDI X V

Summary of Provisions CGoverni ng Reenpl oynent
of Foreign Service Annuitants

Q 1: Wat provisions govern the reenpl oynent of FS annuitants?



A-1. There are two basic provisions for adjusting benefits when a FS
annuitant receiving retirement benefits under FSRDS or FSPS is reenpl oyed.
The first provision, suspension of annuity during reenploynent, applies when
the annuitant is hired in a full-tinme, career appointnent on or after 1/1/87.
The second provision, continuation of benefits subject to the salary/annuity
limtation, applies when the annuitant has been continuously reenpl oyed from
a date prior to 1/1/87 or when the annuitant is reenployed in a part-tine
(less than full-tinme); tenporary (less than career); or intermttent (WAE)
basi s.

Q 2: Wiat constitutes reenploynent on a part-tine, intermttent or tenporary
basi s?

A-2: An appointnment is considered part-tinme when the regular tour of duty is
less than a full-tinme appointnent of 40 hours per week. An intermttent, or
WAE (when actual |y enpl oyed) appointnent is an appointnment w thout a

regul arly schedul ed tour of duty. A tenporary appointnent is understood for
this purpose as any appoi ntnent which (1) is | ess than permanent or career in
nature and which (2) (a) inposes a tine [imtation, or (b) excludes the

i ndividual fromretirenment coverage under a Federal retirement system |In
general, the appointnment nust be limted to one year or |ess, but sone
tenporary appoi ntnments may exceed one year and still qualify as tenporary for
t hi s purpose.

Q3: Wiat is the "cap" on the salary/annuity earnings?

A-3: The salary/annuity limtation or "cap" on earnings is the higher of (a)
the salary at the tine of retirenent, or the (b) full-tinme salary of the
position in which reenployed. Please note the salary at the tine of
retirement is not adjusted for inflation, but the full-tine salary of the
position in which reenployed will change when an enpl oyee receives pay

i ncreases.

Q 4: \Wiat types of earnings are considered in determ ning whether the
salary/annuity limtation is reached?

A-4: Wth regard to paynent of annuity, any annuity that is received (or
schedul ed for receipt) within a particul ar cal endar year is considered incone
for purposes of the salary annuity limtation. The |unp-sum paynent under
the alternative formof annuity (AFA) is not however considered incone for
pur poses of the salary/annuity limtation.

Wth regard to salary, any post-retirenent incone which is part of basic pay,
which is received or (scheduled for receipt) within a given cal endar year is
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consi dered inconme for purposes of the salary annuity/limtation. Lunp sum
paynments of annual |eave, salary differentials, etc. are not considered

i ncone for this purpose. Paynents which are nornally payable on a given date
are considered incone even if the check was | ost or otherw se not negoti ated
during the particul ar cal endar year



It is also useful to note that the determ ning factor is whether the incone
was received during a particular period. The date the incone was earned does
not affect the salary annuity limtation.

Q5: Do paynents to fornmer spouses, either by statute or court order,
constitute the retired annuitant's incone?

A-5: Yes, any paynent to a fornmer spouse which reduces the anopunt of annuity
payable to the retired annuitant, or any deduction fromthe gross anmount of
annuity (for alinony, child support, etc.) is considered inconme of the
annui t ant .

Reductions in the basic annuity, which are factored in conputing the gross
annuity payable to a retired enpl oyee, are not considered incone of the
annuitant. For exanple, if the annuity were reduced by a factor of 10%to
provide a survivor benefit, the anmount of the reduction would not be
considered in the annuitant's income. Likewise, if the annuity is reduced
for an unpaid deposit, the rate of annuity after reduction for the unpaid
deposit is the anpbunt used in determ ning post-retirenment incone.

Q6: Over what period is the salary/annuity limtation applied?

A-6: The salary/annuity limtation begins to take effect when the enpl oyee
retires; therefore, income received prior to the comencing date of the
annuity is not considered in the salary/annuity limtation. The |aw provides
that the salary/annuity limtation is determ ned on a cal endar year basis;
the salary annuity/limtation is not prorated during the first cal endar year
of retirenent.

Q 7: Does service under a personal service contract qualify as enpl oynment
for purposes of Section 824 of the FSA, as anended?

A-7: No. Individuals who are hired after retirenent under a persona
services contract are not considered Federal enployees; therefore, the
annuity of such an annuitant is not adjusted. |[|f an appointnment is effected
t hrough the contract and the individual is considered a (Federal) enployee by
t he enpl oyi ng agency, the person is treated as an enpl oyee for purposes of
Section 824 of the FSA.

Q8: Wiere may | obtain further information about reenploynment of FS
annui t ant s?

A-8: Information about policies which govern the inpact of reenploynent upon
the annuity may be obtained from HR/ RET, Room H-620, SA-1, (202) 261-8960.
I nformati on about the adjustnments nade or inconme received in any particul ar

case should be directed to FWMP/ DFS/ OCP/ RAD, Room 6114A, SA-15, (703) 875-
7110.
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APPENDI X VI

Sunmary of Benefits Payable to a Forner Spouse Upon Divorce



If a participant in FSRDS/ FSPS becones divorced on or after 2/15/81, the
former spouse may be qualified for benefits, provided that (a) the fornmer
spouse was married to the participant for at |east |0 years during the
participant's federal creditable service (and 5 of the |0 years occurred
while the participant was a nenber of the Foreign Service), and (b) the
former spouse has not remarried prior to age 55, and (c) the former spouse
has not expressly waived the benefits described herein. The former spouse is
entitled to:

-- Apro rata share of 50% of the gross annuity benefit of the participant,
AND

-- Apro rata share of the maxi num survivor benefit (55% of the unreduced
benefit under FSRDS or 50% of the unreduced benefit under FSPS), AND

-- Health insurance coverage as a forner spouse under the FEHB Program (If
the forner spouse will be entitled to any share of the participant's annuity
or survivor annuity, and applies for coverage within 60 days of the divorce,
the former spouse can remain enrolled in the FEHB coverage for the rest of
his or her life, provided premuns are paid and the former spouse does not
remarry before 55. |If the former spouse does not qualify for any of the
participant's annuity or survivor annuity, the former spouse can still
qualify for coverage under the FEHB programunder P.L. 100-654, for a period
not exceeding 3 years.)

Pro Rata Share neans a share representing the anount which accrued during the
duration of the marriage. The formula for determining a pro rata share is
t he

Years of Marriage During Federal Service
Di vi ded by
Years of Federal Service

A di vorced spouse who does not qualify for the statutory benefits may still
be entitled to a share of the participant's annuity or to a survivor annuity
if avalid court order so provides.

The valid court order/notarized spousal agreenment needs to be submitted to
RET as soon as possible after the divorce so that an official determnation
of benefits may be nmade. Please consult wth HR RET for any additional
informati on regardi ng benefits to forner spouses.
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